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On May 11, Citibank seized $80 million of Ecuadoran deposits to cover a 90-day commercial loan
obtained by Quito. Loan payments were not due until June 30. Ecuadoran President Rodrigo Borja
moved to withdraw all deposits, public accounts and other transactions with Citibank, the country's
largest bank creditor. Foreign Minister Diego Cordovez said Thursday he had sent a message to the
US government condemning Citibank's unilateral decision. He added that the bank's action would
negative affect the implementation of the so-called Brady Plan before the latter has been properly
launched. Ecuador's national monetary council reported that the Central Bank deposits seized by
Citibank consisted of development loan monies from the World Bank and oil export revenues. The
New York-based committee representing Ecuador's foreign commercial bank creditors convened
on May 12. An identified banker cited by Notimex said that a study of the situation is crucial. He
emphasized that inter-bank agreements dictate that a debtor cannot opt to make payments to one
creditor only, but rather must divide payments among all bank creditors. The source added that
Citibank's decision was causing great concern because such unilateral actions will only exacerbate
the foreign debt crisis and complicate the application of the Brady Plan. US Ambassador in Quito,
Richard Holwill, took out advertisements in local newspapers on May 14 to report he had been
in contact with Citibank officers in New York and Ecuadoran officials in an attempt to see the
two sides reach an agreement rather than see the matter settled in court after protracted legal
disputes. On May 13 Citibank spokespersons said the bank's action should not be interpreted
as a message for Mexico since that government has made timely debt repayments. At present,
Mexico is engaged in arduous negotiations with bank creditors with the objective of substantial
reductions in debt principal and interest payments. Meanwhile, Notimex reported on May 12 and
13 that unidentified financial sources had indicated Citibank's decision could be seen as a message
for Argentina and Peru. The committee representing Argentina's foreign bank creditors met May
12 in New York reportedly to discuss the pros and cons of loan reclassification. Overdue interest
payments owed by Buenos Aires currently total about $2.8 billion. Notimex was told by a source
close to the talks that for every dollar owed by Argentina, the banks may have to "reclassify" 20 to 25
cents. Loss of "creditor in good standing" status would mean higher bank surcharge fees in future
loan negotiations, and enhanced difficulties in obtaining new credit and refinancing agreements.
Argentina is not expected to attempt to avoid the reclassification via a scramble to liquidate its
overdue accounts. At present, foreign reserves are low, estimated at about $1 billion. (Basic data
from Notimex, Xinhua, 05/12/89, 05/13/89; AFP, 05/14/89)
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